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T he modern petroleum industry is the basis of Russia's economy and is a contributor to the national budget. The dynamics of the taxes and In the Table1 we can see that the revenue from taxes and fees associated with taxation of oil, natural gas and petroleum products compile almost 1/3 of the overall tax withholdings in GDP. It is important to note that with the decrease of the portion of tax revenue into the GDP from 36.49% in 2007 to 33.31% in 2013, the specific weight of tax revenue from the oil and gas sector has a tendency for increase from 9.27% in 2007 to 10.58% in 2013.
Analyzing the level of tax burden by separate types of taxes in Russia attention should be paid to the tax on the recovery of minerals, since within the Russian Federation the revenues from this particular tax still make up a significant portion.
The taxation of oil and gas sector steadily provides almost 1/3 of the overall revenues. In 2013 the tax revenue from the oil and gas sector amounted to 10.9% of GDP, while receiving 22.4% of GDP from the rest of the industries. In addition to this, the tax bracket for the oil and gas sector is three time higher than for the rest of the industries: in 2013 it was 74.8%, and 26.3% respectively.
The research shows a steady growth of revenues of the budget system of the Russian Federation from taxation of petroleum, export duties, and MRET. In this respect the tax cut of 2009 was related to the enactment of new tax policies within the Russian Federation pertaining to the stimulation of development of new deposits and increase in effectiveness of petroleum extraction in the current high-yield deposits. These measures secured an increase of budget revenues due to the growth in extraction of petroleum.
For the purpose of comparing the tax burden in the Russian Federation, let's take a look at the data of the tax burden of the OECD member countries. The average level of tax burden on the economy within the member states of the OECD in 2012 amounted to 34.91% of GDP, which is 0.08% lower than in Russia at 34.99% of GDP. At the same time the level of tax burden in Russia excluding the oil and gas revenues in 2012 amounted to 23.8% of GDP, which is 11.1% lower than the average level across OECD. The level of tax burden excluding the revenues into GDP from organizations conducting business or provide service in the crude oil and natural gas industry amounted to 23.5% of GDP in 2012, which is also 11.5% lower than the average level across OECD. Therefore, the MRET and the petroleum export duties carry an explicit fiscal character and can be viewed as a form of payments by the mineral developer to the owner -the government. The high oil prices on the global market for a substantial period of time supported a high level of budget gains for the Russian Federation. However, despite the seemingly successful advancement of petroleum recovery, throughout all these years the problems only grew and started to manifest themselves as the oil prices began to fall on the global market. Some of the factors that limit the development of the petroleum industry are: the worsening of the mineral base; partial depletion of the reserves; consumer attitude towards this economic sector, which is demonstrated by the lack of investments into this industry [16] .
The accumulated problems lead to the fact that the future oil recovery will incur greater expenses and therefore be less profitable, while portion of the deposits will become completely unprofitable. On top of that, the new deposits are located beyond the already built infrastructure and would require new pipelines and purchasing of the necessary equipment. Currently the funding for the petroleum recovery companies comes from amortized deductions, credit resources and profits earned, which will not be sufficient for capital investments into long-term projects of developing new oil deposits. For the discovery of new oil deposits the funding can be obtained by making changes to the normative regulations of the MRET to provide partial tax credit, for example in the form of a tax deduction. This method of financing would eliminate the need to pay interest on the loans or provide collateral. It would be reasonable to offer such deduction with conditions that it would be used by the developer for the purpose of investing into geological search and implementation of new leading technologies [5] .
Despite the difficult economic situation within petroleum industry, the overall indexes of oil recovery continued to grow during the period from 2007 to 2013, but there is evidence of decrease in the rate of petroleum recovery.
In many countries the issue of keeping up with the needs for oil recovery is resolved by attracting small businesses. This experience can be useful in Russia as 75% of the mineral and raw resource base of petroleum recovery is represented by small deposits. Around the world such deposits are being developed by small oil companies. While in 2001 small companies in Russia were recovering roughly 10% of the overall oil, today it has lowered to only 4% [3] .
The economic causes that negatively affect the development of the petroleum recovery industry are worsened by the imperfect legislation in the area of petroleum taxation, which does not take into account the specifics of conducting business in this field and does not allow for differentiation of tax burden depending on the difficulty of developing a particular deposit.
The current tax on the recovery of minerals simultaneously takes par t in withholding both, mining tax and corporate tax. However, these two types of withholdings are substantially different and therefore are collected by different taxing mechanisms.
The recovery tax is based on the size, quality, and location of the mineral deposits, while corporate tax is based on the profits made by the companies during the sale or export of petroleum [2] . M R ET s h o u ld s e r ve a s a m e c h a n i s m fo r withholding mineral recovery tax, and the profits should be taxed by other tax mechanisms that are used abroad. For example, a progressive tax of profits, or tax of additional income. Implementation of two separate mechanisms for collecting the recovery and corporate taxes would help regulate the energy prices on the domestic market. Today the MRET mainly relies only on the corporate taxes and practically none at all on the quantity of recovered oil. The Table 5 presents the factors that affect the amount of tax revenue intake by MRET. The Table 5 visually presents that it is namely the price factor that is ahead of all other components of MRET.
The development of petroleum industry is hindered by the absence of an institution that would regulate prices on the domestic market. There has yet to be an effective methodology devised to regulate these prices. This issue raises a lot of debates. The discussion concentrates on what should become the basis: domestic prices of crude oil set relative to the global prices, or set using the administrative method.
The federal antimonopoly service devised a bill according to which it is proposed to set the prices based on a concept that the sales on the domestic and global markets should bring equal profits. Therefore, the export duties and transportation costa are deducted from the price, and then the VAT and excise tax are added. But this methodology is imperfect as with the fall of the global prices and growth of the excise tax rate, the prices on domestic market can become higher than on the global market.
One of the major problems that the petroleum industry faces today is the deterioration of raw material base, which is evident in the number of new deposits, as well as the quality thereof. The new deposits turn out to be smaller than estimated resulting in the growth of write offs of the reserves due to not meeting forecasts.
The abolishment of tax on the mineral reserves replacement and the enactment of MRET lead to the fact that the companies have stopped investing into geological exploration, which further worsened the existing situation within the petroleum industry [9] .
The portion of oil reserves deemed difficult to extract has already reached 55-60% and continues to grow. Recovery of the remaining oil reserves and opening of new deposits requires ever growing financial expanses. In addition to that, the overall number of wells has diminished, while the number of inactive wells has grown.
The key causes for the wells being transferred to the inactive category are the low oil output and a high level of water delusion, which make oil extraction within the current tax system unprofitable [1] .
In order to expand the mineral base it is also necessary to implement innovational technologies such as secondary and tertiary recovery methods, increase of the oil recoverability factor, gas liquefaction technologies, manufacturing of synthetic fuels, recovery of difficult to extract carbons, and others. The current tax legislation on innovational work, although has been improved, does not provide comprehensive solutions to the problems accumulated within the petroleum industry. The flat rate of MRET results in the fact that it becomes unprofitable for companies to develop partially extracted deposits. In order to increase effectiveness companies practice extracting only a part of the easiest to access deposits [4] .
Another equally as important aspect that would relieve the tax burden and stimulate investing would be a discount on the reinvested profits. The current mechanism of taxing petroleum recovery forces the oil companies to develop only the most attractive oil deposits and implement inexpensive technologies for increasing output in order to raise the profit margin. MRET is structured extremely unsuccessfully since it has no connection at all to the realistic financial results of the recovery company [12] .
Attracting new investments into the industry is being hindered by the lack of a favorable investment climate as the legislation that regulates petroleum recovery is unstable. The tax legislation is known for its frequent corrections, while the amount of time it takes to fully exploit an oil deposit is approximately 25 years.
The current tax on mineral recovery does not fully consider the geological and geographical conditions. In addition to that, the MRET should be implemented on a case by case basis depending on the stage of oil extraction. All oil deposits go through the following three stages of oil recovery: increasing extraction, consistent maximal extraction, and decreasing extraction [8] . The first stage involves minimal extraction and significant financial commitment. The second stage represents maximal oil recovery on the already built infrastructure. And the third stage often requires additional f inancial investments in order to gain secondary returns. At this stage it is necessary to plan an economic strategy to retain the interest of the investing enterprises in order to avoid a mass refusal of projects involving difficult to recover oil deposits, which can lead to increase of abandoned wells. Therefore, depending on the stage of development it seems reasonable to implement differentiating rates of MRET.
In making a decision on the system of taxing the final stage of development it is necessary to take into account not only the impact of tax, but also the following factors:
• Inf low of revenue resulting from additional oil recovered; • Investment activity of the region; • Social and economic problems of the region [17] . In order to prolong the period of oil extraction the company must lower its expenses. These expenses can be split into the following two groups: spending directly related to oil recovery, and expenses associated with paying taxes according to the legislation of the Russian Federation. Thus, as long as the expenses are lower than the return, the extraction remains profitable; but the higher the taxes, the faster the oil deposit becomes unprofitable.
While the government receives less in immediate tax revenue, it does get the following in return:
• Additional volume of oil, which results in additional revenues from its sales; • Longer period of deposit development, which also resolves certain social and economic problems. Another negative factor in creating an effective taxation system is the lack of the necessary and comprehensive information on the oil deposits, which would help in considering the conditions of the environment that affect oil recovery.
This problem could be solved by developing and maintaining a cadastral database of the oil deposits for the purpose of taxation.
Today, Russian legislation attempts to resolve the problems of starting and final stages of oil recovery by implementing certain tax breaks, among which are usually tax abatement for the beginning stage, and the ratio of reserve depletion and 0 tax rate for the final stage.
The deterioration of the mineral base that happens each year is visually is illustrated in the Table 6 , which reflects tax expenses that represent the shortfall of the budget revenue.
The analysis of the data in Table 6 reveals that the tax incentives under the MRET are taking third place among other shortfalls of the budget revenue after corporate taxes and VAT. It is worth mentioning that among other taxes the number of incentives under the MRET increases most rapidly. Between 2010 and 2012 the number of incentives has increased by 1.8 times. In 2013 Russia has introduced the so-called "tax maneuver" within the petroleum industry, which consisted of lowering the tax rate of the export customs duties on crude oil, as well as the tax rate of the export customs duties for the light distillates (excluding gasoline) and simultaneously raising the base rate of MRET on the oil extraction.
Any tax maneuvers undertaken should contribute to the modernization of petroleum recovery industry, particularly the extraction of oil is planned to be supported by smaller oil deposits and extraction from the deposits with high yield, for which the legislation developed the tax reduction factors: the coefficient of reserve depletion and the coefficient of the volume of the deposit. In addition to that, the Tax Code of the Russian Federation also provides lowering coefficients depending on the difficulty of the environmental conditions in order to relieve the tax burden. To stimulate the exploration of oil deposits the Tax Code of the Russian Federation needs to provide specific subsidies on mineral recovery in form of tax deductions. In order to stop the effect of the global oil prices upon the methodology of the tax calculation it is necessary to keep separate accounting for the oil that is sold on the domestic market from that which is sold on the global market. 
